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Direct deposit, check
dates set for 2005

The schedule for direct deposit of
retirement benefits for calendar year
2005 has been announced by the
State Retirement Agency. For retirees
with an approved waiver on file with
the Agency, mailed check delivery
dates are also listed below.

Date direct deposit is credited to
retirees’ accounts

■ Monday, January 31
■ Monday, February 28
■ Thursday, March 31
■ Friday, April 29
■ Tuesday, May 31
■ Thursday, June 30
■ Friday, July 29
■ Wednesday, August 31
■ Friday, September 30
■ Monday, October 31
■ Wednesday, November 30
■ Friday, December 30

Date Post Office begins to deliver
retirement checks and advice slips*

■ Monday, January 31
■ Monday, February 28
■ Thursday, March 31
■ Saturday, April 30
■ Tuesday, May 31
■ Thursday, June 30
■ Saturday, July 30
■ Wednesday, August 31
■ Friday, September 30
■ Monday, October 31
■ Wednesday, November 30
■ Saturday, December 31

* NOTE: Retirement checks are deliv-
ered to the main post office by 3
p.m. on the previous day. Checks are
then distributed to local post offices
for delivery.

State Retirement Pick-up 
and your taxes

For eligible retirees, Block 15 of the
1099-R form contains the amount
of your tax deferred contributions
made under the State Retirement
Pick-up Program. This figure is
important for Maryland State
income tax preparation.

The State Pick-up Program is
concerned with the employee pen-
sion plan contributions made while
working.  It provides for the deferral
of federal taxes when the contribu-
tions are made, but makes them tax-
able when received in the pension.
Since this program only defers fed-
eral taxes at the time the contribu-
tions are made, state income taxes
were deducted. The consequence in
retirement is that the state income
tax is deferred until the pick-up con-
tributions are recovered.   

While most members participat-
ed in the pick-up program, your par-
ticipation was determined by
whether your employer elected to
participate and by whether your
pension plan required you to make
an employee contribution.

FEDERAL TAXES

Since eligible members did not pay
any federal taxes on their pick-up
contributions during employment,
taxes must be paid during retire-
ment. You do not need to make any
special entries on your federal tax
form — the Retirement Agency has
included your pick-up contributions
when computing the taxable amount
of your pension for federal tax 
purposes. 

MARYLAND STATE TAXES

You have already paid Maryland
State taxes on the pick-up contribu-
tions listed on your 1099-R. To
avoid paying taxes twice, you must
subtract the pick-up amount from
your federal adjusted gross income
shown on page 1 of your Maryland
tax return (Form 502) as follows:

Enter your pick-up amount on
line 14, entering code letter "r." 
This serves as a subtraction from
your income which will reduce your
taxable net income on line 22 
(Form 502). 

If the pick-up amount is greater
than the taxable amount, the taxable
amount is reduced to zero and the
remainder of the pick-up amount is
carried over to next year's taxes.

When the pick-up amount reach-
es zero, "EP used" will be printed in
the pick-up block on your 1099-R.
This usually occurs within a few
years after the date of retirement.

ATTENTION 2004 RETIREES

For members who retired in 2004,
the W-2 form you receive from your
former employer will show 1) your
annual wages earned prior to retire-
ment and 2) any State pick-up con-
tributions made in 2004. This
amount serves as an addition to
State income for 2004. Enter this
figure on line 3 of your Maryland tax
return (Form 502).
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Understanding 
your 1099-R

Personalized copies of Internal
Revenue Service Form 1099-R
will be distributed to all State
Retirement and Pension System
retirees by the end of January,
2005. The forms provide each
retiree with detailed information
on his or her pension income
for the previous year. Most
retirees receive only one 1099-R
each year. However, members
who retired in 2004 will receive
a separate form 1099-R for any
additional refunds they received,
such as a transfer refund, refund
of State pick-up contributions or
a refund of voluntary annuity 
contributions.

HOW TO READ YOUR 1099-R

BLOCK 1.

(GROSS DISTRIBUTION)

This is the total amount of pension
benefits paid to you by the State
Retirement Agency during the 2004
calendar year.

BLOCK 2a. 

(TAXABLE AMOUNT)

This is the taxable amount of your
pension. Depending on your retire-
ment date and whether you con-
tributed to your plan, you may not
be taxed on the total amount of
benefits paid to you. If this is the
case, the amount shown in this
block will differ from the amount in
Block 1.

BLOCK 2b. 

(TAXABLE AMOUNT NOT DETERMINED)

This block applies only to disability
retirees who retired prior to January
1, 1995. These individuals should
consult IRS Publication 575 before
preparing their tax returns.

BLOCK 4. 

(FEDERAL INCOME TAX WITHHELD)

This block shows any federal income
tax deducted from your monthly
retirement checks. To change the
amount of federal income tax being
withheld, complete a tax withholding
request form (Form 766), available
through the State Retirement
Agency.
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BLOCK 5. 

(EMPLOYEE CONTRIBUTIONS)

This is the amount of your contribu-
tions that were recovered, tax free,
during 2004. This figure is the 
difference between the amounts in
Blocks 1 and 2a.

BLOCK 7.

(DISTRIBUTION CODE)

IRS codes are explained on the back
of the 1099-R form.

BLOCK 9b.

(TOTAL EMPLOYEE CONTRIBUTIONS)

For retirees who received their first
benefit payments in 2004, this
block contains the value of any con-
tributions made during employment
that can be recovered tax-free. Only
members who retired in 2004 and
made pension contributions will see
a value in this block. For members
who retired prior to 2004, a zero
will be printed in the block.

BLOCK 10. 

(STATE INCOME TAX WITHHELD)

Any Maryland State income tax
deducted from your monthly checks
is shown in this block. To change the
amount being withheld, complete a
tax withholding request form (Form
766).

BLOCK 15. 

(PICK-UP CONTRIBUTIONS)

This figure applies to members whose
employers participated in the State
Pick-up Program. For an explanation
of pick-up contributions, see “State
Retirement Pick-up and your taxes”
on the front side.

DUPLICATE 1099-R

To request a duplicate copy of your
1099-R form, please call the State
Retirement Agency at 410-625-5555
or 1-800-492-5909.


